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HOW THE ADMINISTRATION’S REGULATORY
ONSLAUGHT IS AFFECTING WORKERS
AND JOB CREATORS

Wednesday, December 9, 2015
House of Representatives
Committee on Education and the Workforce,
Subcommittee on Workforce Protections
Washington, D.C.

The subcommittee met, pursuant to call, at 10:03 a.m., in Room
2175, Rayburn House Office Building. Hon. Tim Walberg [Chair-
man of the subcommittee] presiding.

Present: Representatives Walberg, Thompson, Rokita, Brat,
Stefanik, Wilson, Pocan, Clark, and DeSaulnier.

Also Present: Representative Kline, Representative Courtney and
Representative Takano.

Staff Present: Andrew Banducci, Workforce Policy Counsel; Ed
Gilroy, Director of Workforce Policy; Jessica Goodman, Legislative
Assistant; Callie Harman, Legislative Assistant; Tyler Hernandez,
Press Secretary; Nancy Locke, Chief Clerk; John Martin, Profes-
sional Staff Member; Dominique McKay, Deputy Press Secretary,
Krisann Pearce, General Counsel; Molly McLaughlin Salmi, Deputy
Director of Workforce Policy; Alissa Strawcutter, Deputy Clerk;
Loren Sweatt, Senior Policy Advisor; Olivia Voslow, Staff Assistant;
Joseph Wheeler, Professional Staff Member; Tylease Alli, Minority
Clerk/Intern and Fellow Coordinator; Christine Godinez, Minority
Staff Assistant; Carolyn Hughes, Minority Senior Labor Policy Ad-
visor; Brian Kennedy, Minority General Counsel; Richard Miller,
Minority Senior Labor Policy Advisor; Amy Peake, Minority Labor
Policy Advisor; Saloni Sharma, Minority Press Assistant, and Eliz-
abeth Watson, Minority Director of Labor Policy.

Chairman WALBERG. Good morning. It is sure quiet in the room.
After running up two flights of stairs, let me get my wind back
here.

A quorum being present, the subcommittee will come to order.
Good morning. I would like to thank you all for joining us today,
and thank our witnesses for being here with us to share their expe-
riences and perspectives.

The end of the year is an important time to reflect on what has
been accomplished and what work remains to be done. As members
of the Education and the Workforce Committee, this is especially
important as we consider the significant challenges many workers
continue to face.
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Recent months have shown signs of economic improvement and
signs of continued concern, both. Roughly 8 million Americans are
still unemployed and searching for work, and an additional 6 mil-
lion are working part-time hours when they really need and want
full-time jobs. That does not include the millions of individuals who
are so discouraged by meager job prospects that they have simply
dropped out of the workforce entirely.

Meanwhile, those with jobs are facing fewer opportunities to ad-
vance and earn higher wages. Some will say the problems facing
workers and job creators can be solved with more spending, more
Government mandates, and more regulation. Perhaps we will hear
some of those claims today, but that is the same failed approach
that the Obama administration has pursued over the last seven
years.

The results have been an anemic economy, sluggish job growth,
and most importantly, less opportunity and prosperity for millions
of hard working men and women.

Time and again, we have called on the administration, including
those at OSHA and the Department of Labor more broadly, to pur-
sue a different, more responsible course, and time and again, our
calls have been rebuffed.

The most recent example was the release of the administration’s
regulatory agenda, which doubles down on the same extreme regu-
latory approach that has made the problems plaguing the country
worse at the expense of those struggling the most.

Let me be clear. Federal policies do play an important role in en-
suring safe and healthy workplaces and protecting the basic rights
of hard working men and women. That is not what we are here to
discuss today.

The question is not whether there should be rules of the road for
workers and employers to follow. The question is how we ensure
those rules are implemented fairly, responsibly, and in a way that
promotes the best interests of both workers and their employers.

Unfortunately, more often than not, what we have seen from this
administration is an overly punitive and unnecessarily burdensome
approach. Adding insult to injury, often these rules and regulations
are being developed and changed without any public input. This
regulatory approach is holding us back, and that is the focus of to-
day’s hearing.

We know there are areas where we can make meaningful change
without creating costly consequences and unintended harm. For ex-
ample, Chairman Kline and I have said we are open to modern-
izing current overtime rules to strengthen protections for workers
and help employers fulfill their legal responsibilities.

Instead, we have had to confront a proposal that will limit work-
place flexibility, make it harder for workers to advance up the eco-
nomic ladder, and impose a significant burden on small businesses.

Earlier this year, Nicole Berberich, director of human resources
at the Cincinnati Animal Referral and Emergency Center, testified
in front of this subcommittee about the challenges employers are
already facing because of complicated federal wage and hour regu-
lations. She also explained that small businesses like the one she
works for are likely to experience the burdens of these regulations
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disproportionately. She added that those burdens will continue to
worsen with the expected overtime changes.

At a separate hearing before this same subcommittee, Eric Wil-
liams, who worked his way up from crew member at a fast food
restaurant to become a franchise and chief operating officer at CKE
Restaurants, shared his fears that the administration’s overtime
proposal, and I quote, “will severely limit hard working, talented
Americans from realizing their dreams,” as he dreamed and real-
ized. He worries that because of the proposal, some employees, and
I quote, “may never reach their full potential.” That is a shame.

The overtime proposal is just one example of this administra-
tion’s misguided approach to regulating. At another hearing, Drew
Greenblatt, a steel wire manufacturer from Baltimore, spoke to us
about how Government policies are hindering growth and how he
and others in his industry find themselves stuck between a rock
and a hard place.

He explained the situation as between, and I quote, “A rock of
harsh and unforgiving global economic competition and a hard
place of inflexible and ever proliferating regulations.”

It should be clear to anyone who is listening that the current reg-
ulatory onslaught is making life harder for working families and
small business owners, not better.

According to a study commissioned by the National Association
of Manufacturers, federal regulations cost more than $2 trillion in
lost economic growth annually, and the American Action Forum es-
timates that the administration imposed more than $181 billion in
new regulatory costs during 2014 alone. These are staggering sta-
tistics that in many ways represent lost wages and fewer jobs for
American workers.

Today, we will hear from our witnesses how this unprecedented
regulatory approach has created troubling concerns for workers and
small businesses during the past year. My hope is that by demand-
ing more responsible regulatory policies we can ensure a pros-
perous 21st century workplace.

With that, I will now recognize my Ranking Member, Ms. Wilson,
for her opening remarks.

[The information follows:]

Prepared Statement of Hon. Tim Walberg, Subcommittee on Workforce
Protections

Good morning. I'd like to thank you all for joining us today and thank our wit-
nesses for being here to share their experiences and perspectives.

The end of the year is an important time to reflect on what has been accomplished
and what work remains to be done. As members of the Education and the Workforce
Committee, this is especially important as we consider the significant challenges
many workers continue to face.

Recent months have shown signs of economic improvement and signs of continued
concern. Roughly eight million Americans are still unemployed and searching for
work, and an additional six million are working part-time hours when they really
need and want full-time jobs. And that doesn’t include the millions of individuals
who are so discouraged by meager job prospects that they have dropped out of the
workforce entirely. Meanwhile, those with jobs are facing fewer opportunities to ad-
vance and earn higher wages.

Some will say the problems facing workers and job creators can be solved with
more spending, more government mandates, and more regulation. Perhaps we will
hear some of those claims today, but that’s the same failed approach the Obama
administration has pursued over the last seven years. The results have been an ane-
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mic economy, sluggish job growth, and most importantly, less opportunity and pros-
perity for millions of hardworking men and women.

Time and again we have called on the administration — including those at OSHA
and the Department of Labor more broadly — to pursue a different, more responsible
course, and time and again our calls have been rebuffed. The most recent example
was the release of the administration’s regulatory agenda, which doubles-down on
the same extreme regulatory approach that has made the problems plaguing the
country worse at the expense of those struggling the most.

Let me be clear: Federal policies do play an important role in ensuring safe and
healthy workplaces and protecting the basic rights of hardworking men and women.
That’s not what we are here to discuss today. The question isn’t whether there
should be rules of the road for workers and employers to follow. The question is how
we ensure those rules are implemented fairly, responsibly, and in a way that pro-
motes the best interests of both workers and their employers.

Unfortunately, more often than not, what we’ve seen from this administration is
an overly punitive and unnecessarily burdensome approach. Adding insult to injury,
often these rules and regulations are being developed and changed without any pub-
lic input. This regulatory approach is holding us back, and that is the focus of to-
day’s hearing.

We know there are areas where we can make meaningful change without creating
costly consequences and unintended harm. For example, Chairman Kline and I have
said we are open to modernizing current overtime rules to strengthen protections
for workers and help employers fulfill their legal responsibilities. Instead, we have
to confront a proposal that will limit workplace flexibility, make it harder for work-
ers to advance up the economic ladder, and impose a significant burden on small
businesses.

Earlier this year, Nicole Berberich, director of Human Resources at the Cincinnati
Animal Referral and Emergency Center, testified about the challenges employers
are already facing because of complicated federal wage and hour regulations. She
also explained that small businesses like the one she works for are likely to experi-
ence the burdens of these regulations disproportionately. And she added that those
burdens will continue to worsen with the expected overtime changes.

At a separate hearing, Eric Williams — who worked his way up from a crew mem-
ber at a fast-food restaurant to become a franchisee and chief operating officer of
CKE Restaurants — shared his fears that the administration’s overtime proposal
“will severely limit hardworking, talented Americans from realizing their dreams.”
He worries that, because of the proposal, some employees “may never reach their
potential.”

The overtime proposal is just one example of this administration’s misguided ap-
proach to regulating. At another hearing, Drew Greenblatt, a steel wire manufac-
turer from Baltimore, spoke to us about how government policies are hindering
growth and how he and others in his industry find themselves stuck between a rock
and a hard place. He explained his situation as between, “A rock of harsh and un-
forgiving global economic competition and a hard place of inflexible and ever-pro-
liferating regulations.”

It should be clear to anyone who is listening that the current regulatory onslaught
is making life harder for working families and small businesses owners, not better.
According to a study commissioned by the National Association of Manufacturers,
federal regulations cost more than $2 trillion in lost economic growth annually. And
the American Action Forum estimates that the administration imposed more than
$181 billion in new regulatory costs during 2014 alone. These are staggering statis-
tics that, in many ways, represent lost wages and fewer jobs for American workers.

Today we will hear from our witnesses how this unprecedented regulatory ap-
proach has created troubling concerns for workers and small businesses during the
past year. My hope is that by demanding more responsible regulatory policies, we
can ensure a prosperous 21st century workforce.

With that, I will now recognize Ranking Member Wilson for her opening remarks.

Ms. WILSON. Mr. Chairman, I want to thank you for holding
this hearing and giving us an opportunity to discuss the Depart-
ment of Labor’s work to ensure more American workers have the
protections they need to build a better life for themselves and their
families.

The legislation establishing the Department of Labor memorial-
ized the agency’s honored purpose, to foster, promote, and develop
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the welfare of working people, to improve their working conditions,
and to advance their opportunities for profitable employment.

Since its inception in 1913 and throughout America’s ever chang-
ing economic and social landscape, DOL has held steadfast to this
original purpose. Using its court affirmed statutory authority, the
department has proposed rules to promote fair wages, safe work-
places, and equal employment opportunities.

For instance, I was pleased to hear that DOL released the per-
suader rule for OMB review this week, and will soon finalize the
rule. Four years in the making, this rule will level the playing field
for workers wishing to organize by strengthening disclosure re-
quirements for employers that hire pricey outside consultants to
bust union organizing efforts.

It is my hope that our subcommittee, also tasked with promoting
the welfare of working people, will join DOL in its efforts by pass-
ing legislation that supports working families. Instead, it seems we
are stuck in a perpetual state of inaction or flat out obstruction. Ef-
forts to derail DOL’s regulations do not help workers struggling to
get by, create safer workplaces, or promote equal opportunity in
employment.

The men and women teetering on the brink of poverty, people
making $23,660 a year, who are asked to work 50, 60, or 70 hours
a week with no promise of extra pay, are not helped by efforts to
block DOL’s rule to extend overtime protection to 5 million working
Americans.

The nearly 2.1 million workers exposed to silica and at risk of
contracting potentially lethal silicosis are not made safer by efforts
to block full implementation of DOL’s crystalline silica dust rule.

Expectant mothers who want nothing more than the ability to
work and save for their new additions are not comforted by efforts
to impede EEOC’s work to address pregnancy discrimination in the
workplace.

Americans are no longer persuaded by some of the offered jus-
tifications for attempts to block regulations designed to protect
workers. It is hard to argue the Department of Labor’s regulatory
agenda is causing historic job loss when we are in fact in the midst
of the longest streak of job growth on record. Our economy has
added over 13.7 million jobs over 69 straight months, and we are
seeing the lowest unemployment rate since April 2008.

These questionable arguments for blocking DOL’s rules must
make us question the purpose of our pursuits.

If there is genuine concern for workers, as well as businesses,
then support a working families agenda that boosts wages, so more
Americans are economically secure and have the increased spend-
ing power that supports job creating consumer demand. Take up a
vote on a working families agenda that promotes the strong work/
family balance needed for productive workers. Pass a working fami-
lies agenda that promotes the equal employment opportunity that
is linked to increased profitability and ensures all workers have a
fair shot at success.

I must remind my colleagues that the department’s purpose as
well as our own is singular and clearly defined, the welfare of
working people. It is this purpose that we must look to when judg-
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ing DOL’s actions as well as our own. We are the Workforce Protec-
tions Subcommittee. We must protect the workforce.

I look forward to hearing from the witnesses and what we can
di) to support DOL’s efforts to promote the welfare of working peo-
ple.

To the witnesses, I have read your statements. I want to work
with you and do what we can to support DOL’s efforts to promote
the welfare of working people.

Very shortly, in Emancipation Hall at 11:00 a.m., members of the
Congressional Black Caucus and House and Senate leadership will
commemorate the 150th anniversary of the ratification of the 13th
Amendment to the United States Constitution, which abolished
slavery in the United States. The very slaves who built the United
States Capitol.

Thousands fell to their death trying to erect the dome. They slept
outside in the snow while laying the marble floors and columns.
The ultimate workforce on whose shoulders we stand. They never
had or received any protection. There was no Department of Labor,
no Workforce Protections Subcommittee.

We cannot turn back. We have made so much progress. Let us
vow to protect our present workers. After all, we are the Workforce
Protections Committee, and I want to be proud of our work as we
protect our workers.

I want to thank Representative Pocan for substituting for me. 1
have to attend the ceremony, and I yield back my time.

[The information follows:]
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Opening Statement of Ranking Member Frederica S. Wiison
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“How the Administration’s Regulatory Onslaught is

Affecting Workers and Job Creators”

Wednesday, December 9, 2015

Mr. Chairman, ] want to thank you for holding this hearing and giving us an opportunity to
discuss the Department of Labor’s work to ensure more American workers have the
protections they need to build a better life for themselves and their families.

The legisiation establishing the Department of Labor memorialized the agency’s honored
purpose—"to foster, promote and develop the welfare of working people, to improve their
working conditions, and to advance their opportunities for profitable employment.”

Since its inception in 1913, and throughout America’s ever-changing economic and social
landscape, DOL has held steadfast to this original purpose.

Using its court-affirmed statutory authority, the Department has proposed rules to
promote fair wages, safe workplaces, and equal employment opportunities.

For instance, 1 was pleased to hear that DOL released the persuader rule for OMB review
this week and will soon finalize the rule. Four years in the making, this rule will level the
playing field for workers wishing to organize by strengthening disclosure requirements for
employers that hire pricey outside consultants to bust union organizing efforts.

It is my hope that our subcommittee, also tasked with promoting the welfare of working
peaple, will join DOL in its efforts by passing legislation that supports working families.
Instead, it seems we are stuck in a perpetual state of inaction or flat out obstruction.

Efforts to derail DOL's regulations do not help workers struggling to get by, create safer
workplaces, or promote equal opportunity in employment.
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The men and women teetering on the brink of poverty, people making $23,660 a year, who
are asked to work 50, 60, or 70 hours a week with no promise of extra pay, are not helped
by efforts to block DOL’s rule to extend overtime protections to 5 million working
Americans.

The nearly 2.1 million workers exposed to silica and at risk of contracting the potentially
lethal silicosis are not made safer by efforts to block full implementation of DOL’s
crystalline silica dust rule.

Expectant mothers who want nothing more than the ability to work and save for their new
additions are not comforted by efforts to impede EEOC’s work to address pregnancy
discrimination in the workplace.

Americans are no longer persuaded by some of the offered justifications for attempts to
block regulations designed to protect workers. It's hard to argue the Department of Labor’s
regulatory agenda is causing historic job loss when we are in fact in the midst of the longest
streak of job growth on record. Qur economy has added over 13.7 million jobs over 69
straight months, and we are seeing the lowest unemployment rate since April 2008,

These questionable arguments for blocking DOL's rules must make us question the purpose
of our pursuits.

If there is genuine concern for workers, as well as businesses, then support a Working
Families Agenda that boosts wages, so more Americans are economically secure and have
the increased spending power that supports job-creating consumer demand. Take up a
vote on a Working Families Agenda that promotes the strong work/family balance needed
for productive workers. Pass a Working Families Agenda that promotes the equal
employment opportunity that is linked to increased profitability and ensures all workers
have a fair shot at success,

I must remind my colleagues that the Department’s purpose, as well as our own, is singular
and clearly defined—the welfare of working people. It is this purpose that we must look to
when judging DOL’s actions, as well as our own.

Ilook forward to hearing from the witnesses and what we can do to support DOL's efforts
to promote the welfare of working people.

To the witnesses, | have read your statements. I want to work with you and do what we can
to support DOL’s efforts to promote the welfare of working people.

Very shortly in Emancipation Hall at 11:00AM, members of the Congressional Black Caucus
and House and Senate Leadership will commemorate the 150t anniversary of the
ratification of the Thirteenth Amendment to the U.S. Constitution, which abolished slavery
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in the United States. The very slaves who built the U.S. Capitol—thousands fell to their
deaths trying to erect the dome. They slept outside in the snow while laying marble floors
and columns. The ultimate workforce on whose shoulders we stand. They never had or
received any protection, There was no Department of Labor, no Workforce Protections
Subcommittee.

We cannot turn back. We have made so much progress. Let us vow to protect our present
workers. After all, we are the Workforce Protections Subcommittee, and | want to be proud
of our work as we protect our workforce.

Thank you.



10

Chairman WALBERG. I thank the gentlelady and I thank you for
reminding us of this celebration today and the 13th Amendment
and the impact.

Pursuant to Committee Rule 7(c), all subcommittee members will
be permitted to submit written statements to be included in the
permanent hearing record, and without objection, the hearing
record will remain open for 14 days to allow statements, questions
for the record, and other extraneous material referenced during the
hearing to be submitted in the official hearing record.

It is now my pleasure to introduce today’s witnesses. Mr. Sam
Batkins is director of regulatory policy at the American Action
Forum here in Washington, D.C.

Prior to joining AAF, Mr. Batkins worked at the U.S. Chamber
of Commerce, Institute for Legal Reform, and the National Tax-
payers Union. His work has focused on lawsuit abuse, tort reform,
federal regulation, and state and federal spending.

Mr. Ralph Beebe is president of Highland Engineering, Inc. in
Howell, Michigan. It is good to see a Michiganian here. That is just
kind of a personal side line between us, right?

He is testifying on behalf of the National Federation of Inde-
pendent Business. Highland Engineering manufactures troop sup-
port equipment and contracts with all branches of the Department
of Defense, as well as the Federal Emergency Management Agency,
and foreign militaries.

In addition to its DOD work, HEI works with commercial cus-
tomers in automation and water treatment areas.

Ms. Christine Owens is executive director of the National Em-
ployment Law Project in Washington, D.C. Prior to working with
the National Employment Law Project, she worked at the AFL—
CIO as a senior policy analyst specializing in workplace equity
issues. Much of her work has focused on minimum wage and living
wage hikes, pay equity, and state unemployment insurance cov-
erage expansions.

Mr. Bradford Hammock is a shareholder and co-leader of the
Workplace Safety and Health Practice Group for Jackson Lewis in
Reston, Virginia. Prior to this, Mr. Hammock served as an attorney
at OSHA, working on regulatory initiatives, compliance assistance,
and enforcement policies.

I welcome you all, and as is the policy in this Committee, we
would ask you now to rise and raise your right hand.

[Witnesses sworn.]

Chairman WALBERG. Thank you. You may take your seats. Let
the record reflect the witnesses answered in the affirmative.

Before I recognize you to provide your testimony, let me briefly
explain the lighting system, which is probably not unfamiliar to
most of you. It is like traffic lights. Green, keep on going, you have
five minutes for your testimony. Yellow hits, you have a final
minute to wrap up. When red hits, you do not have to screech to
a stop but come to a conclusion. You will have an opportunity to
answer further questions during our questioning. The same will be
true for the members of this subcommittee.

Now, let me recognize for five minutes of testimony, Mr. Batkins.
Welcome.
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TESTIMONY OF SAM BATKINS, DIRECTOR OF REGULATORY
POLICY, AMERICAN ACTION FORUM, WASHINGTON, D.C.

Mr. BATKINS. Thank you, Chairman Walberg, members of the
Committee. Thank you for the opportunity to appear today.

In this testimony, I wish to highlight the following points: first,
by virtually any metric, regulatory activity has increased across the
federal government, from the 100 major rules issues in 2010 to the
more than $100 billion in new annual regulatory costs. These new
measures will affect employment.

Second, there is a general consensus that regulations have statis-
tically significant but small effects on industry employment. The
American Action Forum’s work has found that $1 billion in new an-
nual regulatory costs could cut industry employment by 3.6 per-
cent, and third, even federal agencies routinely acknowledge the
impact of regulations on employment.

From 2012 to present, 22 rules have conceded they could nega-
tively impact employment, resulting in nearly 86,000 lost jobs.

Regulatory activity has undoubtedly increased in recent years.
The paperwork burden, the number of major rules, and monetized
regulatory costs, have all trended upward. What does this mean for
employment?

We know there are more regulatory compliance officers now than
ever before, approximately 246,000. As the regulatory burden
grows, so, too, does demand on businesses, to shift employees from
profit making endeavors to compliance.

A 2013 Minneapolis Fed study emphasized paperwork burdens
and what being forced to hire additional compliance staff means for
small banks. The study found that hiring two additional compli-
ance officers reduced profitability by roughly half a percent, and
that one-third of the banks studied would become unprofitable if
forced to hire additional compliance officers.

For regulatory costs, EPA and the Department of Energy alone
have added $39 billion in new annual burdens since 2009. For em-
ployees in fossil fuel power plants, these costs are one leading fac-
tor to a 28 percent decline in industry employment since 2008.

There are other factors in play but regulation has definitely
made its mark. According to the most recent literature, regulation
has a modest but significant impact on industry employment.

In one seminal study, Professor Michael Greenstone examined
how employment in pollution intensive industries in non-attain-
ment ozone counties differed from attainment counties. The results
were dramatic. Non-attainment counties, those with more stringent
EPA controls, lost 590,000 jobs, $37 billion in capital, and $75 bil-
lion in output.

Dr. Richard Morgenstern, whose work is often cited in regulatory
impact analyses, summarizes the intersection of regulation and em-
ployment writing, “there is only limited evidence that environ-
mental regulation leads to significant job loss.” Note, he did not say
there is evidence environmental regulation leads to major job
gains.

The American Action Forum’s work found that for every $1 bil-
lion increase in regulations, industry employment declines by 3.6
percent.
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More important than a top line number, however, is the human
element to regulation. Even if a rule leads to a net zero impact on
aggregate employment but results in thousands of job transfers,
there still might be individual job losses and stagnant wages.

For instance, research has found job displacement can lead to a
15 to 20 percent increase in death rates in the 20 years following
displacement. This should not be discounted by regulators or pol-
icymakers.

Finally, regulatory agencies need to perform more employment
impact analyses. Rutgers University Professor Stuart Shapiro ex-
amined a regulatory impact analysis of 56 major rules and found
that just 11 quantified the rules’ impact on employment. On rules
since 2012 that had discussed the impact on employment, the
American Action Forum found 22 admitted some job losses were
possible, including 11 to date in 2015.

As the Department of Energy once conceded, “it is possible small
manufacturers will choose to leave the industry or choose to be
purchased by or merged with larger market players.”

Likewise, a Department of Labor rule admitted its implications
would result in a dead weight loss and dis-employ roughly 1,000
workers annually. The combined employment loss from the 22
rules, according to agency estimates, could top 85,000 workers.

Based on the research from Professors Eric Posner and Jonathan
Masur, the cost of an individual job displacement is $100,000. If we
take this 85,000 jobs figure at face value, it means $8.5 billion in
costs, human costs, a human toll from regulation.

The proposed overtime expansions, the fiduciary rulemaking, and
reiieﬁning the joint employer rule could add to these significant to-
tals.

In conclusion, the general consensus is regulation does have an
effect on employment, at least at the industry level. More research
is needed in this field, and agencies, OIRA, and independent par-
ties should work to perform more rigorous analysis on the intersec-
tion of regulation and employment.

Thank you for your time, and I look forward to answering your
questions.

[The statement of Mr. Batkins follows:]
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Chairman Walberg, Ranking Member Wilson, and Members of the Committee, thank you for the
opportunity to appear today. In this testimony, [ wish to highlight the following points:

*

By virtually any metric, regulatory activity has increased during the past few years. For
example, in 2010 the federal government set a modern record by issuing 100 major rules.
Over time, as agencies issue an average of 75 major rules annually, regulations will have
an impact on employment: either gains, losses, or transfers. Since 2008, regulators have
added more than $100 billion in annual regulatory costs. These regulatory costs affect
employment, consumers, and the broader economy.

The general consensus suggests that regulation can have a statistically significant and
directionally negative effect on employment. For example, Richard Morgenstern, a
leading regulatory economist has stated, “There is only limited evidence that
environmental regulation leads to significant job loss.” Conclusions about other
employment areas are mixed and more research is needed.

The American Action Forum’s (AAF) own work has found statistically significant, but
small effects from regulation on employment. In one study examining the effect of 148
regulations on 44 industries over time, AAF found that for every $1 billion in new
regulatory costs, industry employment declined by 3.6 percent.

In addition to what outside research suggests, even federal agencies routinely
acknowledge new rules can have negative impacts on employment. Based on an AAF
review of rules since 2012, 22 regulations have conceded they could negatively affect
employment, including eleven from this year.

Regulatory Overview

Even though there might not be a general consensus that regulatory activity has increased
recently, a variety of metrics from both non-profit and government sources reveal that activity
(measured by paperwork, major rules, overall regulatory costs, and regulatory restrictions) has
increased substantially.

The first chart below tracks the cabinet-level paperwork burden from 1995 to 2015, years for
which the federal government has available data. As shown below, paperwork at the cabinet
level has accelerated from 6.4 billion hours in 1995 to roughly nine billion hours today, an
increase of approximately 40 percent.
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Paperwork is an important metric for measuring regulation because it is the most obvious way
for most Americans to encounter the effects of federal rules. Virtually all Americans have
completed an 1-9 form or complied with the hundreds of tax forms generated by the IRS. This
paperwork also has an effect on business. According to the Burgau of Labor Statistics, there are
more than 246,000 employees devoted solely to compliance, either regulatory or legal. Annually
they are paid approximately $16.7 billion.

As the regulatory burden grows, so does the demand on businesses to shift employees from
profit<making tasks to compliance. A 2013 Minneapolis Fed study emphasized paperwork
burdens and what being forced to hire compliance staff means for small banks. The study found
that hiring two additional compliance officers reduced profitability by 45 basis points (roughly
half-a-percent) and that one-third of the small banks studied would become unprofitable if forced
to hire additional compliance officers. Rising paperwork doesn’t just exist in the abstract. As
regulatory demands increase, so do demands on firms, and ultimately their profitability.

The second chart below tracks the number of “major” regulations during the last ten years. These
are rules with an economic impact of $100 million or more. As the chart shows, there has been a
notable increase in the number of “major” regulations. For example, in 2010, the federal
government published 100 major regulations, a modern record. Those major rules imposed an
aggregate cost of $163 billion.

[#5)
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The Mercatus Center has another innovative way to:track regulatory growth, By examining the
number of “restrictions” (words such as “must” and “shall”) contained in the Code of Federal
Regulations, Mercatus can determine how regulation increases or decreases over time. Their
chart below demonstrates the significant increase inregulation from 1997 to 2012,
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According to Mercatus, the number of federal regulatory restrictions increased 28 percent from
1997 to 2012. Passage of the Affordable Care Act and Dodd-Frank presages even more growth.
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Finally, AAF has data on every federal regulation that has monetized costs, benefits, or
paperwork burden hours from 2006 to present. From 2008 to 2015, regulators have added about
$100 billion in new annual regulatory costs. EPA and the Department of Energy (DOE) are
particularly aggressive, adding $39.7 billion in new annual costs since just 2009, including
measures that reduce regulatory burdens.

Few would argue these new rules won’t have an effect on employment: Some rules might
generate new jobs in the short-run-as firms must hire compliance officers or install new
equipment to comply with environmental rules. Some regulations might lead to transfers among
states, but others might lead to the closure of power plants or mining operations. The chart below
tracks fossil fuel power plant employment from 2008 to 2014,
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Despite the slight uptick in 2014, employinent has nevertheless declined by 27.8 percent and it
remairs at its lowest level since at least 2001, There are other factors at work, namely the rise in
renewable energy and the Great Recession; but evén EPA Administrator Gina McCarthy has
conceded that regulations are a factor in declining industry employment. The intersection
between regulation and employment is far more complicated than “increase” or “decrease,” but
the preponderance of academic evidenice indicates that regulation can negatively affect économic

growth and employment.
Literature on Regulation and Employment

As with any public policy debate, there are studies on both sides that support or oppose a
position. Indeed, there are studies showing that regulation can increase employment in certain
industries, decrease employment, or lead to statistically insignificant results. The macroeconoric
effect of regulation is more difficult to discern. For example, even a $10 billion regulation will
likely have insignificant effects on nationwide employment and output.

5
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Recent work, however, by Professors John Dawson and John Seater suggests the aggregate
impact of regulation over time is profound.' In their analysis of regulation from 1949 to 2005,
they find regulation has reduced annual output by roughly 28 percent. To put that in context, they
write, “In 2011, nominal GDP was $15.1 trillion. Had regulation remained at its 1949 level,
curtent GDP would have been about $53.9 trillion, an increase of $38.8 tritlion.”? Few would
argue that the 1949 level of regulation is appropriate today, and indeed, the authors share that
sentiment. They note, “Consequently, we emphasize that our results offer no con